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BAHRAIN KEY ECONOMIC INDICATORS 


MONEY AND PRICES (U.S. $ Million) 


Money Supply (as of December 1978) 


$446 M 


$1047.6 M 


Currency in Circulation (as of December 1978) $ 114.8 M 


Money Market Conditions (as of January 1979): 


Description: 


Rediscount Rate 

Prime Short Term Rate 

Discount Trade Paper 

Bankers’ Acceptance Commission 
3/5 Year Bank Term Loan Rate 


Yields: 
Medium Term Govt. 


Personal Loan Rate 
Sight Discount Rate 


8% ($ swap rate) 
9% 

8.5% 

1.5 per year 
8-9% 


8% 
9-10% 
9% 


Time Deposits (local currency): May 1979 


30 days 

90 days 

180 days 

12 months 

Interest on savings deposits 


BALANCE OF PAYMENTS AND TRADE 


(as of December 1978) (U.S. $ Million) 


Gold and foreign exchange reserves (1) 
Balance of payments 

Balance of trade 

Exports 

Oil 

Non-oil 


FOB U.S. share in non-oil exports 
Imports 

Oil 

Non-oil 

U.S. share in non-oil imports 


(1) Held by Government of Bahrain 


1975 1976 1977 
295.6 442.4 510.2 
N.A. mh ees 
5.0 - 150.7 —- 183.4 
1205.1 1570.6 1849.8 
992.4 1174.6 1450.6 
212.7 346.0 399.2 


1.5% 2.3% 


1200.1 1671.3 2033.2 
610.2 689.5 906 .3 
589.9 981.8 1126.9 

15.62 14.82% 12.0% 


1978 
500.2 
¥* "Fret 
- 154.1 
1908.9 
1524.6 
384.3 


0.42 


2063 .0 

882.3 

1180.7 
11.7% 


and Bahrain Monetary Agency and 
including reserve position in the International Monetary Fund. 


(Source: Ministry of Finance and National Economy) 





PART A — CURRENT ECONOMIC SITUATION AND TRENDS 


BACKGROUND 


Bahrain is a small country with approximately 343,000 people concentrated 
in the Northern quarter of the 260 sq. mile area. The native population 
is 80 percent Arab ethnic origin with 12 percent of Iranian origin. The 
population is divided about evenly between the Sunni and Shi'a sects of 
the Muslim religion with the latter in slight majority. Petroleum and 
natural gas are the only significant natural resources. Bahrain was the 
first of the Arab Gulf states to discover oil, the first with a refinery, 
and will be the first post-petroleum economy in this region in about 
15-20 years. With insignificant agricultural potential, Bahrain has 
turned to carefully limited industry and regional banking and commercial 
centers for its economic future. 


Bahrain was relatively careful in husbanding the bonus financial resources 
gained as a result of the oil price increases in 1974. It experienced the 
big boom throughout the Gulf region during 1974-77 with some of the ac- 
companying waste and poor planning. However, the government placed heavy 
emphasis on necessary infrastructure and expenditures with direct impact 
upon the general public. Health, education, housing, electricity, water 
and roads all received attention. The government limited its own partici- 
pation in the industrial projects which appear so glamorous during a 
period of extra wealth and invited private participation, foreign govern- 
ment participation and commercial financing. 


STATE BUDGET 


The year 1978 was a turnabout in several ways for the Government of 
Bahrain. After several years in which planning, management, labor and 
materials were the major constraints on growth, 1978 became the year 

when financing again became an important constraint. In anticipation, 

the government strengthened its Ministry of Finance and installed more 
stringent budgetary procedures along with its first two-year budget. No 
longer were ministries given lump-sum budgets with an indication that they 
could return during the year for more. All ministries were required to 
submit item budgets which they had to defend against all other priorities. 


In fact, oil price increases, a much improved world market for aluminum 
metal and greater than anticipated collection on government fees and 
services gave Bahrain more leeway than expected. A planned standfast 
budget ,wwhich many believed would not cover inflation on fixed costs and 
projects underway,became a tight but manageable government budget. Govern- 
ment projects which might have suffered such as housing, the first sewerage 
project and electricity generation continued through the year. The tight 
budget combined with investor weariness and overbuilding in earlier years 
led to some recession in the construction sector. However, most firms 
managed to keep most capital equipment reasonably occupied. Labor in 

this sector is largely from India and Pakistan and thus employment losses 
were not directly felt in Bahrain. The commercial sector appeared to 
adjust to the reduced construction activity, the reduced re-export trade 
now that neighboring countries have working ports, and the changed ordering 
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habits now that Bahrain's own port is no longer backlogged. In early 
1979, the government reacted to the improved financial conditions and 

the anticipation of additional oil price increases by releasing some 
projects it had been delaying such as additional housing, school 
construction, medical facilities and a ring-road system around major 
population centers. It appears that electricity and water will receive 
new emphasis as the government has announced planned expenditure in this 
sector of BD 258 million ($678.9 million) out of a total 1979 budget of 
BD 424 million ($1,115.8 million). In addition to the factors mentioned 
above, the government expects the construction of the long awaited cause- 
way between Bahrain and Saudi Arabia to begin in 1980 and to provide a 
real boost to the economy at least during the 3-4 year construction period. 


INFRASTRUCTURE 


Several years of boom growth following the 1974 oil price increases placed 
a heavy strain on Bahrain's infrastructure. Sectors such as airport, 
internal communications and roads which were at or near European standards 
were forced to expand or renovate to maintain standards. Sectors such as 
water and power which were easily meeting demand suddenly found that 
significant investment programs were not maintaining earlier standards. 

As the Gulf country with perhaps the most advanced infrastructure at the 
start of the boom, Bahrain suffered less than some of its neighbors in 
maintaining services to the public. In utilities such as telephones, 
water and power, Bahrain has managed to maintain essential services with 


some deterioration in quality. In hotels, offices,and housing the supply 
now exceeds demand. The airport and air transport have improved during 
this period to first class airport facilities and frequent air connections 
with most of the world. Education has improved with plans completed for 
substantial near-term additional improvements. 


TRANSPORTATION: Bahrain has very adequate transportation facilities both 
for domestic use and for its role as a regional service center. The 
international airport is a pleasant modern facility. The regional air- 
line, Gulf Air, provides international standard service throughout the 
Middle East with connections to Europe and Hong Kong. Many international 
carriers stop in Bahrain providing service to 44 cities without change of 
plane. Despite an annual 20-30 percent increase in vehicle numbers, 
Bahrain has managed to avoid the road congestion found in many areas of 
the Middle East. Existing roads have been widened and improved and a 
system of ring-roads built around urban centers. 


SAUDI CAUSEWAY: A causeway between Saudi Arabia and Bahrain has long 

been planned and moves closer to actual construction. The 22-kilometer 
causeway will include two lower bridges and one with 12-meter clearance 

for water traffic. Cost estimates vary from $800 midlion to $1,000 million 
which will be entirely financed by Saudi Arabia. Joint committees of the 
two governments were reviewing preliminary design and bid documents with 
World Bank assistance in mid-1979 with the promise that bids would be 
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requested before the end of 1979. Actual construction will require 

3-4 years. While the years of discussion and planning of this project 
lead many to question its fruition, recent strong public commitments by 
top Saudi officials have convinced most that the causeway will be 
completed in the near future. 


COMMUNICATIONS: Bahrain has long been a communications center for this 
region with the first earth satellite station in 1969 and a second station 
now being completed. Bahrain has direct-dial telephone connections with 
most neighboring countries and the developed industrial countries. With 
the influx of banks into Bahrain, a special effort was made to maintain 
and upgrade business telephone, telex and computer link services. As a 
result, home and some office telephone service has deteriorated badly, but 
the Cable and Wireless subsidiary which owns and operates the system has 
promised a three-year investment program to improve domestic services. 
The Government of Bahrain is currently studying how it might purchase the 
domestic communications services. 


WATER, POWER AND SEWERAGE: A key factor in Bahrain's several centuries as 
an important trading center has been the existence of sweet water springs 
onshore and under the nearby seas. These long serviced both domestic needs 
and agriculture. Heavy use of this resource has lowered the water table and 
rawn in more saline water. In some areas,reclamation and landfill 
eliminated or salinated sweet water sources. In most areas,water delivered 
through municipal pipes to homes is no longer suitable for personal consump- 
tion. All industrial plants have desalination units in operation. The 
government opened a 5-million gallon per day desalination plant in 1977 
and plans to construct others to produce a total of 20-million gallons per 
day by 1980-81. Bahrain experienced similar difficulty maintaining the 
supply of electricity during the boom growth period. In 1975-76,an in- 
stalled capacity of 133 MW provided a reliable supply which adequately 
met demand even during the peak air-conditioning summer period. Now an 
installed capacity of 390 MW barely matches summer demand with occasional 
neighborhood blackouts and wavering evening supplies. The government 
has a $300 million program over the period 1979-83 to improve production 
and delivery of electricity. It states that 1978-79 was its most difficult 
period and that supply will improve in the future. A most serious problem 
in Bahrain is that winter demand is only 40 percent of that for the four 
summer months. Bahrain has had no comprehensive sewerage system in the 
past. This serious health hazard is being corrected with a $200 million 
comprehensive sewerage system started in 1978 for completion in 1981. 


EDUCATION AND TRAINING: With 85 percent of its males and 65 percent of 
its females between 7 and 14 years of age attending school and one of the 
higher literacy rates in the Gulf region, Bahrain has been reasonably 
diligent in its education efforts over a long period. However, the recent 
increase in industries and the attempt to become a regional financial and 
commercial service center has demonstrated a number of gaps in the system. 
Education has been heavily weighted toward the arts and social sciences 
with less business, technology and science. Much of the vocational 
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training was imported directly from the United Kingdom with little 
study of Bahrain's manpower needs. Bahrain now clearly sees these 
gaps and is revamping some of its programs and encouraging its youth 
toward more rewarding sectors. With UNESCO assistance, Bahrain is 
developing a University College around the nucleus of its Teacher's 
Training College which will start in September 1979. A meeting of 
Gulf Ministers of Education announced in early 1979 that Bahrain would 
be the site of a Gulf University. The government is pressing private 
firms to develop vocational education programs as part of their 
Bahrainization plans. 


INDUSTRY 


Bahraini planners acknowledge that major industrialization is essentially 
completed with only smaller industries developed in the foreseeable future. 
The large industries outside the service and commercial sector are: the 
oil refinery, Gulf Air, aluminum refinery, drydock and a gas collection 
and processing project. Bahrain is now studying a small steel mill 
utilizing scrap, welding electrode plant and the manufacture of simple 
wooden furniture. There are hopes that small downstream industries might 
be developed from the associated gas project. Some small service industries 
aimed at the Eastern Province of Saudi Arabia might develop following 
completion of the causeway between the two countries. To encourage light 
industries, the government has established a Light Industries Company 

with BD 10 million authorized capital, a BD 1.5 million loan from the 

Abu Dhabi Development Fund and 1.3 million sq. feet of industrial land. 
The company will assist the feasibility study, design and engineering of 
small industry projects and is authorized to take a share of the equity 
when necessary. 


OIL REFINERY: The oil refinery owned and operated by Bahrain Petroleum 
Company, a subsidiary of Caltex, has been in operation since 1936. In 
1978 BAPCO processed a total of 89,952,000 U.S. barrels of crude into 
88,333,000 barrels of finished product. Diesel and fuel oil were major 
products at more than 25 million barrels each followed by aviation and 
gasoline at about 10 million barrels each. BAPCO is presently replacing 
its own power and desalination units, is building a $2.5 million asphalt 
converter, and is laying a $3.8 million jet fuel pipeline from the tank 
farm on Sitra Island to the Bahrain Airport. 


ALUMINUM: Aluminum Bahrain (ALBA) was established in 1968 to operate an 
aluminum smelter. The government has since purchased the shares of a 
number of private owners to a total of 77.9 percent of the ownership. 
Kaiser Aluminum of the U.S. owns 17 percent and Breton Investments of 
West Germany 5.1 percent. Bahrain recently announced the sale of 20 
percent of ALBA from its shares to Saudi Arabia. Knowledgeable observers 
claim that ALBA has been a technological success, but unique accounting 
obscures financial assessments. ALBA delivers its product proportionally 
to its owners and charges them actual raw material and production costs. 
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In 1976-77, ALBA production costs were above the world market price 

for primary metal and Bahrain stacked much of its metal in the desert. 
During 1978,world prices increased above production costs and this 
stockpile has been eliminated. ALBA produced 122,800 metric tons of 
aluminum ingot in 1978 which exceeded the 120,000 design capacity 

for the third year. ALBA is presently awarding a contract to physically 
increase the plant by 28 percent which will permit a 40 percent increase 
in production with roughly the same labor force. 


Downstream from ALBA,the government-owned Bahrain Aluminum Extrusion 
Company (BALEXCO) utilizes about 3,000 tons annually from ALBA to 

produce architectural sections. A further small plant began operations 
in late 1978 to process these sections into door and window frames. A 
private Bahrain/Australia joint-venture, MIDAL,uses about 4,000 tons of 
ALBA metal to manufacture cable. A small plant atomizes about 3,000 tons 
of ALBA product into powder which is exported for use in paints and 
explosives. The government and private interests are currently dis- 
cussing the feasibility of a small aluminum rolling mill. 


SHIP REPAIR: Bahrain has long had small ship repair facilities owned by 
private interests. Two slipways can each handle ships of approximately 
1,000 tons displacement and 250 feet long. The major skip repair facility, 
however, is the Arab Shipbuilding and Repair Yard (ASRY) which is owned 

by the OAPEC*countries. This facility opened in 1977 and has developed 
much more quickly than projected. During the first year,it planned to 
handle about 50 vessels and to provide limited services such as chipping 
and painting. In fact, during the first year ASRY handled 104 ships 

and completed fairly sophisticated repair projects. The drydock will 
accept ships up to 500,000 DWT with three additional pierside facilities. 
The management (Lisnave of Portugal) has managed to train Bahrainis during 
this period to exceed 40 percent of the workforce. As ASRY planned to 
incur some loss during early years, the additional work handled had the 
result of increasing losses. However, in December the owning countries 
readily pledged to cover these losses rather than to cut back on training 
and other more expendable programs. The onshore facilities at ASRY were 
designed to support up to three drydocks which are now unlikely to be 
built due to increased regional competition. Therefore, the management 

is looking for non-marine projects in which these facilities might be 
used to reduce ASRY's losses. 


AIRLINE: Gulf Air is a regional airline which is owned by Bahrain, 
Qatar, Oman and Abu Dhabi and headquartered in Bahrain. It is one 

of the island's largest employers. Over the past few years, Gulf Air 
has developed from a small local airline into an airline with routes 
throughout the larger region and into London and Hong Kong. As a 
result of this rapid development, a hastily designed route structure 
and inflated workforce led to significant losses in 1978. The owning 
governments agreed to cover these losses but have now insisted upon 
more businesslike management. Gulf Air revised its route structure and 


*Organization of Arab Petroleum Exporting Countries 





reduced its workforce in early 1979. The airline has become a 

leader in attempting to develop facilities jointly owned by several 

Arab airlines. It has proposed a computerized joint reservation 

system, a hotel for staff and public in London, joint catering services, 
a joint purchase program for aircraft, and eventually a joint air service 
to the U.S. 


GAS COLLECTION: The latest of Bahrain's major industries is the project 
currently under construction to collect the gas associated with the oil 
which has been flared-off. A $90 million turn-key contract was awarded 
in January 1978 to Japan Gasoline to construct the collection, pipeline 
and processing facilities. The Bahrain National Gas Company (BANAGAS), 
with 75 percent of the shares held by the national oil company, BANOCO, 
and 12.5 percent each by the OAPEC's Arab Petroleum Investment Corp. 
(APICORP) and by Caltex, was formed in early 1979 to manage this opera- 
tion. The project will come on-stream about two months early in October 
1979. By 1980 BANAGAS plans to be producing for export 2,900 BBL/day 
of propane, 2,400 BBL/day of butane, 3,610 BBL/day of naphtha and 

84.54 MMSCFD of residue gas. BANAGAS and BANOCO are studying the 
feasibility of small plants to produce ammonia, urea, methanol and 
carbon black downstream from the gas collection project or utilizing 
Bahrain's non-associated natural gas reserves. 


PETROLEUM 


Bahrain had the first petroleum discovery and the first refinery on the 
Arab side of the Gulf. It now faces a less welcome pioneering role as 

the first post-—petroleum economy in this region. Domestic production 
slipped to 20,237,000 U.S. barrels in 1978 from 21,236,000 in 1977. 

With estimated proven reserves of 280 million barrels, production could 

be sustained at present levels only for approximately 12 additional years. 
However, production has been decreasing and studies are in process to 
enhance recovery which could permit Bahrain to remain an exporter of 
petroleum for 15-20 years. Petroleum remains a vital segment of Bahrain's 
economy, contributing 34 percent of GDP in 1977. In addition to its own 
production and the value added at the refinery to Saudi Arabian crude 
transported across the bay by pipeline, Bahrain receives half the net 
revenues from Saudi's Abu Saafa offshore field as settlement of conflicting 
claims to that field. For the first time, in 1977 Bahrain's share of the 
Abu Saafa revenue exceeded its other petroleum revenues. Bahrain's 
position in natural gas is much better than in oil. With estimated 
reserves of 9 trillion cu.ft., at present consumption levels Bahrain's 
supplies would last 70 years. However, gaS consumption will increase 
with additional power generation and water desalination. Bahrain is 
reserving its gas for local consumption. 


The government and Caltex are now clarifying final details to transfer 
ownership of additional assets to the government. Since late 1974,the 
government has owned all gas production and 60 percent of oil production. 
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Upon completion of present negotiations the government will own all 
production and domestic marketing while Caltex will continue to own 

the refinery and operate many of the petroleum facilities under contract. 
The Bahrain National Oil Company (BANOCO) was established by the govern- 
ment in 1976 to manage government petroleum interests. 


BANKING AND COMMERCIAL SERVICES 


Bahrain's three year old drive to become a regional service center has 
reached the self-sustaining stage in banking and finance and shows promise 
in commercial representation. 


BANKING: At the end of 1978, the offshore banking community in Bahrain 
had 42 units operating with 9 others ready to begin operations in 1979. 
Offshore bank assets increased during 1978 from about $15.7 billion to 
more than $23 billion where the growth seems to have leveled. The 
regional aspect of the banking community has developed to where almost 
50 percent of both assets and liabilities are attributable to the Arab 
countries. The importance and stability of foreign exchange trading 
through the Bahrain banking community was demonstrated during 1978. 

The system managed fluctuations caused by international weakness and 
then recovery of the dollar and some short term instability in the Saudi 
Riyal during a ‘move of the Saudi Arabia Monetary Authority. The U.S. 
dollar remains the major currency but regional currencies (mainly the 
Saudi Riyal) gained in importance in the market. In 1979, Bahrain 
announced the indefinite suspension of new offshore banking licenses 
at 54 until the market can be carefully studied. 


Bahrain's domestic banking community increased to 19 during 1978 with 
the addition of the Bahraini-owned Al-Ahli Bank which has a management 
contract with Bank of America. Domestic full service banks include 
two American banks, Citibank and Chase Manhattan, and one American/ 
Bahraini joint venture, Continental Illinois. Other additions to the 
financial community include two money brokers, two investment banks 
and a new offshore insurance firm. 


COMMERCIAL FIRMS: Growth in number of firms locating in Bahrain under 
the new Exempt (Offshore) Companies Act has not been as dramatic as 
growth in the banking community,but significant new growth began in late 
1978. The number of American firms servicing the region from Bahrain 
remained stable at about 65 during most of 1977 and 1978. New firms 
began to arrive in the fall of 1978,and the number registered presently 
with the American Embassy exceeds 95. Several of the petroleum or 
petroleum/marine firms that have long been located in Bahrain have 

moved some or all of their operations to other regional countries 
closer to the scene of major operations. They have been replaced by 
firms in other sectors. After four trade exhibitions in solar technology, 
building materials, oil and electronics, Bahrain appears to have firmly 
established a regional position for trade shows and seminars. Arabian 
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Exhibition Management now has pleasant exhibition facilities and a 
full schedule of shows through mid-1981. Future show topics are: 
materials handling, food, light industry machinery, business equipment, 
education and sports equipment, building materials, electronic com- 
munications, oil and home and leisure. 


HOTELS: Hotels which have long been in short supply in Bahrain and the 
Gulf region are now finding it necessary to battle for business. In 
early 1977,hotels in Bahrain maintained occupancy rates in excess of 
100 percent. By late 1978 sufficient additional rooms had been com- 
pleted to lower occupancy at some hotels to near 50 percent. Only 
during the trade exhibitions are room shortages a problem. By the end 
of 1980, additional rooms will become available bringing the total for 
deluxe and first class accommodations to 3000 rooms. Bahrain has also 
developed furnished, serviced flats for the mid-term visitor. 


OTHER COMMERCIAL SERVICES: Bahrain is only beginning to develop many 
commercial services but some assistance in most areas is available. 

The first American international law firm, Coudert Bros., has established 
an office in Manama and is seeking a license for full offshore activities. 
Several American insurance firms operate in Bahrain. There are several 
advertising and public relations firms. A number of individuals experienced 
in the region have started general business consulting and investment con- 
sulting on a Western style. Translation services are excellent. The one 
remaining gap in commercial services is market research. There are 
minimal research services available and those tend to be Western oriented 
with limited depth in regional cultures and markets. 


PORT AND FOREIGN TRADE 


During 1978,Bahrain completed much of its port construction program. By 
the end of March 1979, port berths had increased from 8 to the planned 
total of 16 which includes two excellent container berths. A ro-ro 
facility is being completed. Additional warehousing facilities have been 
completed and a joint New Zealand-Bahrain cold storage and packaging 
facility is under construction in the port area. This facility (BANZ) 
will receive container lots of food items for repackaging and distribution 
throughout the region. Bahrain's pioneering experiment in charging higher 
fees for port storage, moving goods to less desirable storage outside the 
port after a period, selling unclaimed goods at auction after six months 
and contracting Korean dock labor has been very successful and is being 
copied in other regional ports. Since mid-1977, there have been no 
significant delays in berthing ships, and goods can be cleared immediately 
through the port and customs, 


Bahrain has settled into a new look in foreign trade which more closely 
resembles its probable long term future than its trade patterns in the 
recent past. Bahrain has long been a major re-export center for the 
region due to its more efficient port and more sophisticated business 
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community. This has changed dramatically. In 1977, about 50 percent 

ot Bahrain's non-petroleum exports went to Saudi Arabia but this dropped 
to 22 percent in 1978. This change is even more dramatic as Saudi Arabia 
took much more of Bahrain's main real export, aluminum, in 1978 than in 
1977. Bahrain's major customer remains Japan which receives 35 percent 

of Bahrain's exports. In terms of value, Bahrain's total exports in- 
creased by 0.4 percent in 1978 but non-oil exports fell 6.4 percent. 

Total imports declined 1.3 percent while non-oil imports increased 2 
percent. The negative balance of trade thus improved only marginally 

to minus $795 million. In 1978,the U.S. share of the. Bahrain market again 
declined to 11.7 percent from 12 percent. The U.K. increased its largest 
share from 19.6 percent to 19.9 percent. Japan retained its second place 
in the market while dropping from 15.5 percent to 13.7 percent. West 
Germany was in fourth place after the U.S. with the largest gain from 

5.9 percent to 8.1 percent. The People's Republic of China declined from 
5.5 percent to 1.8 percent of the market as Bahrain found better markets 
for its aluminum ingots. 


PART B -. IMPLICATIONS FOR THE UNITED STATES 


Bahrain has been and will remain a limited market for the United States 
but it has become an important marketing center for this region. Larger 
projects in Bahrain for which U.S. firms should compete are limited to 
electric power generation, desalination of water, the Saudi/Bahrain cause- 
way and any downstream projects from the gas collection program. There is 
a particularly good American potential in labor saving business machines, 
finishing hardware for building, office/home furniture and prepared foods. 
This change in the market to consumer-type goods from light industry and 
construction goods will require a much greater effort from American firms. 
U.S. suppliers of these goods are often smaller and less experienced in 
foreign trade. These are items which Arabs prefer to see and touch before 
buying or at least view in good sales literature in the presence of an 
American sales representative. In spite of the difficulties, the rewards 
for successful market entry should be great. Bahrain will provide a 
particularly good market in any labor saving business machines and ad- 
ditionally will serve to demonstrate American goods and technology to 
others in the region who increasingly visit Bahrain. 


HOW TO SELL HERE: Soon after the early rounds of correspondence and 
after the potential customer/agent has good sales literature in hand, 

a visit should be made to Bahrain. Visits are best made during October- 
March and July-August visits are usually useless. This procedure is 
recommended whether proposing participation in a major project or offering 
goods and services for sale. Alternatively, an invitation to the United 
States to visit a plant and/or trade convention will often prove success- 
ful. The major Arab merchants will usually pay their own travel costs 
and require only ordinary business hospitality. Use of the trade exhibi- 
tions in Bahrain will gain widespread exposure through the Gulf region 
and beyond. Trade with Bahrain must be through local agents. The Agency 
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Act requires exclusive agents. Any foreign firm should carefully review 
the Agency Act, as it is clearly designed to protect Bahraini merchants 
and contains some pitfalls for the unweary. The small market in Bahrain 
and smaller size of many American producers in the newer areas of best 
potential, would logically lead to use of export management firms. How- 
ever, the many "fifteen-percenters" who came to this region during the 
boom period, lead Arab merchants to resist dealing with other than 

the direct manufacturers. 


REGIONAL MARKETING FROM BAHRAIN: Bahrain's importance as a regional com- 
mercial service center has been described earlier in this report. Bahrain's 
international communications facilities are at least equal to a few and 
superior to most countries of the region. Business telephone and telex 
services are quickly installed and adequately serviced. Computer level 
lines are available as are data-bank services from the U.S. and U.K. 

Bahrain has the best air transportation ties in the region. Offices 

and housing which once hindered development as a regional center are 

now readily available at rents 30 - 50 percent below those of mid-1977. 
Finding, training and retaining skilled office staff remains a problem 

but the Government of Bahrain is moving to correct this. Indians and 
Pakistanis. continue to dominate the accounting field and Bahrain eases 

their recruitment in this area. Bahraini girls are moving into the labor 
force and are receiving better commercial education. Expatriate firms 
requiring senior secretarial assistance find that they can secure waivers 
permitting expatriate spouses to work. Finally, the Government and people 

of Bahrain have maintained a liberal attitude toward the habits and cultures 
of expatriates and the Embassy sees no evidence that this will change in 

the near future. 


HOW TO LOCATE IN BAHRAIN: Bahrain has developed four major methods of 
foreign firm organization and will negotiate minor variations to these 
with known, reputable international firms. The government has been very 
careful to assure that firms locating in Bahrain are directly connected 
with known firms and actually place staff in the country as it does not 
wish to acquire the reputation of some countries for "brass plate" 
operations. A firm planning to register a branch of the parent firm to 
maintain a sales representation in the region which would sell through 
local agents, may do so without Bahraini participation or sponsorship. 

A firm which plans to open a larger office in Bahrain which might become 
more directly involved in commerce than the above, might require Bahraini 
sponsorship. Sponsorship agreements are negotiated directly with Bahraini 
firms or individuals and vary greatly. Some Bahraini firms who contribute 
little more than some early advice and signatures accept small percentage 
of sales or fixed annual payments. Others contribute continuing advice, 
office space, staff, etc., and may serve as local agents. They usually 
work on the basis of a larger percentage of sales. Firms which plan 

much larger, active operations in Bahrain such as manufacture, assembly, 
and warehousing must incorporate in Bahrain with a 51 percent Bahraini 
partner. Companies planning to incorporate locally to insulte the parent firm 
from some liabilities and to operate in any of the areas mentioned above 
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can do so under the Exempt (Offshore) Companies Act. Exempt companies 

may or may not have Bahraini participation at the discretion of the 

parent firm,but any activity within Bahrain domestic commerce must be 
through a local agent. The Bahrain Government has stated that it will 
permit manufacturing activity in its “Free Trade" zones by Exempt Companies 
without Bahraini participation. Firms interested in further details should 
contact the American Embassy and the Director of Commerce and Commercial 
Affairs, Ministry of Commerce and Agriculture. Both the Embassy and the 
Bahrain Chamber of Commerce and Industry can provide leads to Bahrain firms 
which specialize in sponsorship of foreign firms. 


Any firm planning business in this region should utilize available U.S. 
Government resources. The American Embassy regularly provides the 
Department of Commerce with data on potential Bahraini business opportunities 
and contacts. The Department of Commerce and its District Offices can supply 
businessmen with these opportunities and with English translations of 
relevant Bahrain laws and regulations. Businessmen able to visit Washington, 
D.C. should request a briefing with the Commerce Department's CAGNE 

(Commerce Action Group for the Near East). At the American Embassy in 
Athens, Commerce's Regional Trade Development Officer maintains files on 
Bahrain and the latest trade opportunities. When visiting Bahrain,an 

early visit to the American Embassy is always useful. 


% U. S. GOVERNMENT PRINTING OFFICE : 1979--281-058/167 





Regional Marketing Managers 


Commercial and economic information on most trading part- Area 


ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Regional Marketing Manager is responsible for the areas 
listed below. Assistance or information about marketing in 
these countries may be obtained by dialing these key people 
directly: 202-377 plus the given extension. 


Area 


Africa 


(except Algeria, Egypt, Libya, Morocco and 
Tunisia—see Near East Listing below) 


Canada 
Eastern Europe 


Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic Countries 


Far East 


Extension 


East Asia, Taiwan, Australia, and 


New Zealand 


Latin America 
Extension 


3646 


Southeast Asia and Sub continent 2523 
Japan, Korea and Hong Kong 2896 


Andean and Caribbean countries 2995 


Brazil and River Plate countries 5427 


Near East 


Mexico and Central America countries 


2313 


Egypt, Iran and Israel 3752 
Algeria, Libya, Morocco and Tunisia 5737 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of. Yeman, Qatar, 

Saudi Arabia, Syria, United Arab Emirates, 

Yemen Arab Republic 


USSR 


Spain, Portugal, Switzerland and Yugoslavia 


United Kingdom 


People’s Republic of China 


Commerce District Offices 


Albuquerque, 87102, 505 Marquette 
Ave. NW., Rm. 1015 (505) 766-2386. 


Anchorage, 99513, P.O. Box 32, 
701 C St. (907) 271-5041. 

Atlanta, . 30309, Suite 600, 1365 
Peachtree St., NE. (404) 881-7000. 
Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 

Birmingham, 35205, Suite 200-201, 
908 S. 20th St. (205) 254-1331. 
Boston, 02116, 10th Floor, 441 
Stuart St. (617) 223-2312. 

Buffalo, 14202, 1312 Federal Bldg., 
111 W. Huron St. (716) 846-4191. 
Charleston, W. Va., 25301, 3000 New 
Federal Office Bidg., 500 Quarrier 
St. (304) 343-6181, Ext. 375. 


Cheyenne, 82001, 6022 O’Mahoney 
Federal Center, 2120 Capitoi Ave. 
(307) 778-2220, Ext. 2151. 


Chicago, 60603, Room 1406, Mid- 
Continental Plaza Bldg., 55 E. Mon- 
roe St. (312) 353-4450. 

Cincinnati, 45202, 10504 Fed. Bldg., 
550 Main St, (513) 684-2944. 
Cleveland, 44114, Room 600, 666 
Euclid Ave, (216) 522-4750. 
Columbia, S.C., 29204, Forest Center, 
2611 Forest Dr. (803) 765-5354. 
Dallas, 75242, Room 7AS5, 1100 
Commerce St. (214) 749-1515. 
Denver, 80202, Room 165, New Cus- 
tom House, 19th and Stout Sts. (303) 
837-3246. 


Des Moines, 50309, 817 Federal 
Bidg., 210 Walnut St. (515) 284-4222. 
Detroit, 48226, 445 Federal Bldg., 
231 W. Lafayette (313) 226-3650. 
Greensboro, N.C., 27402, 203 Fed- 
eral Bldg., W. Market_St., P.O. Box 
1950. (919) 378-5345. 

Hartford, 06103, Room 610-B, Fed. 
Bldg., 450 Main St. (203) 244-3530. 
Honolulu, 96850, 4106 Federal Bidg., 
300 Ala Moana Blvd., P.O. Box 
50026 (808) 546-8694. 

Houston, 77002, 2629 Federal Bldg., 
515 Rusk Ave. (713) 226-4231. 
Indianapolis, 46204, 357 U.S. Court- 
House & Federal Office Bldg., 46 E. 
Ohio St. (317) 269-6214. 

Los Angeles, 90049, Rm. 800, 11777 
San Vicente Blvd. (213) 824-7591. 


Memphis, 38103, Room 710, 147 
Jefferson Ave. (901) 521-3213. 
Miami, 33130, Rm. 821, City Na- 
tional Bank Bldg., 25 W. Flagler St. 
(305) 350-5267. 

Milwaukee, 53202, 605 Federal Of- 
fice Bldg., 517 E. Wisconsin Ave. 
(414) 291-3473. 


Minneapolis, 55401, 218 Federal 
Bldg., 110 S. 4th St. (612) 725-2133. 


New Orleans, 70130, Room 432, In- 
ternational Trade Mart, 2 Canal St. 
(504) 589-6546. 


New York, 10007, 37th Floor, Fed- 
eral Office Bldg., 26 Federal Plaza, 
Foley Sq. (212) 264-0634. 


Newark, 07102, Gateway Bldg. (4th 
floor) Market St. & Penn Plaza 
(201) 645-6214. 


Omaha, 68102, 1815 Capitol Ave., 
Suite 703A (402) 221-3665. 


Philadelphia, 19106, 9448 Federal 
Bldg., 600 Arch St. (215) 597-2850. 


Phoenix, 85073, 2950 Valley Bank 
Center, 201 N. Central Ave. (602) 
261-3285. 


Pittsburgh, 15222, 2002 Fed. Bldg., 
1000 Liberty Ave. (412) 644-2850. 


Portland, Ore., 97204, Room 618, 
1220 S.W. 3rd Ave. (503) 221-3001. 


Reno, Nev., 89503, 777 W. 2nd St., 
Room 120. (702) 784-5203. 


Richmond, 23240, 8010 Federal Bidg., 
400 N. 8th St. (804) 782-2246. 


St. Louis, 63105, 120 S. Central Ave. 
(314) 425-3302. 


Salt Lake City, 84138, 1203 Federal 
Bldg., 125 S. State St. (801) 524-5116. 


San Francisco, 94102, Federal Bldg., 
Box 36013, 450 Golden Gate Ave., 
(415) 556-5860. 


San Juan, P.R., 00918, Room 659, 
Federal Bldg., Chardon Ave. (809) 
753-4555. 


Savannah, 31402, 222 U.S. Court- 
house, P.O. Box 9746, 125-29 Bull 
St. (912) 232-4321, Ext. 204. 


Seattle, 98109, 706 Lake Union 
Bldg., 1700 Westlake Ave. North (206) 
442-5615. 





A Professional Research 
Staff For $34 A Year? 


Yes. @ @ with a subscription to BUSINESS 


AMERICA, the Journal of Industry and Trade. You'll 
have the economic and exporting expertise of the U.S. 
Department of Commerce at your fingertips—every two 
weeks. 


We’re more than a magazine. In every issue, you’ll find 
the phone numbers of the authors or area specialists 
who can answer your follow-up questions. Plus: 


Inclusive economic analysis 
Worldwide business leads 
Licensing and joint venture opportunities 


Digests of important congressional and Government 
actions 


The latest U.S. export and import figures 


Fill in the order form below to start your subscription 
to BUSINESS AMERICA. It’s the $34 business 
investment that pays dividends every two weeks. 


__ > SUSINESS 
WW AMERICA 


THE JOURNAL OF INDUSTRY AND TRADE 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO BUSINESS 
AMERICA at $34. Add $8.50 for foreign mailing. 
No additional postage is required for mailing 
within the United States and its possessions. 


[_] Remittance Enclosed ea 
(Make Checks payable | eecwlre hae 
to Superintendent of 
Documents) | COMPANY NAME | 
[_] Charge to my Deposit 
AcbpIIT IND. no | 5 spe ADDRESS | 
MAIL ORDER FORM TO: CITY STATE ZIP CODE 
Documents 
U.S. Government Printing Office 
Washington, D.C. 20402 tates taal 
PLEASE TYPE OR PRINT 





